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for that investment fund from the pre-
vious business day, as described in
§1645.5(b), to produce the total net
earnings. The total net earnings will be
used to calculate the share price for
that business day.

§1645.4 Administrative expenses at-
tributable to each investment fund.

A portion of the administrative ex-
penses accrued during each business
day will be charged to each investment
fund. An investment fund’s respective
portion of administrative expenses will
be determined as follows:

(a) Accrued administrative expenses
(other than those described in para-
graph (b) of this section) will be re-
duced by accrued forfeitures and ac-
crued earnings on forfeitures, aban-
doned accounts, and unapplied depos-
its;

(b) Investment management fees and
other accrued administrative expenses
attributable only to the F Fund, C
Fund, S Fund, or | Fund will be
charged solely to the F Fund, C Fund,
S Fund, or | Fund, respectively;

(c) The amount of accrued adminis-
trative expenses not covered by forfeit-
ures under paragraph (a) of this sec-
tion, and not described in paragraph (b)
of this section, will be charged on a pro
rata basis to all investment funds,
based on the respective investment
fund balances on the last business day
of the prior month end.

§1645.5 Calculation of share prices.

(a) Calculation of share price. The
shares of each investment fund will
have an initial value of $10.00. The
share price for each investment fund
for each business day will apply to all
sources of contributions for that in-
vestment fund. The total net earnings
(as computed under §1645.3) for each in-
vestment fund will be divided by the
total fund basis (as computed under
§1645.6) for that investment fund. The
resulting number, computed to ten dec-
imal places, represents the incremental
change for the current business day in
the value of that investment fund from
the last business day. The share price
for that investment fund for the cur-
rent business day is the sum of the in-
cremental change in the share price for
the current business day plus the share

Pt. 1650

price for the prior business day, trun-
cated to two decimal places.

(b) Residual net earnings. When the
total net earnings for each business
day for each investment fund are di-
vided by the total fund basis in that in-
vestment fund, there will be residual
net earnings attributable to the trun-
cation described in paragraph (a) of
this section that will not be included in
the incremental change in the share
price of the investment fund for that
business day. The residual net earnings
that are not included in the incre-
mental share price for the investment
fund may be added to the earnings for
that investment fund on the next busi-
ness day.

§1645.6 Basis for calculation of share
prices.

The total fund basis for each invest-
ment fund will be the sum of the num-
ber of shares in all individual accounts
from all sources of contributions in
that investment fund as of the opening
of business on each business day.
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Subpart A—General

§1650.1 Definitions.

(a) Definitions generally applicable
to the Thrift Savings Plan are set forth
at 5 CFR 1690.1.

(b) As used in this part:

Eligible employer plan means a plan
qualified under 1.R.C. section 401(a) (26
U.S.C. 401(a)), including a section 401(k)
plan, profit-sharing plan, defined ben-
efit plan, stock bonus plan, and money
purchase plan; an annuity plan de-
scribed in 1.R.C. section 403(a) (26
U.S.C. 403(a)); an annuity contract de-
scribed in 1.R.C. section 403(b) (26
U.S.C. 403(b)); and an eligible deferred
compensation plan described in I.R.C.
section 457(b) (26 U.S.C. 457(b)) which is
maintained by an eligible employer de-
scribed in I.R.C. section 457(e)(1)(A) (26
U.S.C. 457(e)(1)(A)).

In-service withdrawal means an age-
based or financial hardship withdrawal
from the TSP that may be available to
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a participant who has not yet sepa-
rated from Government service.

Post-employment withdrawal means a
withdrawal from the TSP that is avail-
able to a participant who is separated
from Government service.

Traditional IRA means an individual
retirement account described in |.R.C.
section 408(a) (26 U.S.C. 408(a)) and an
individual retirement annuity de-
scribed in 1.R.C. section 408(b) (26
U.S.C. 408(b)) (other than an endow-
ment contract). (It does not include a
Roth IRA, a SIMPLE IRA, or a Cover-
dell Educational Savings Account (for-
merly known as an educational IRA).)

§1650.2 Eligibility for a TSP with-
drawal.

(a) A participant who is separated
from Government service can elect to
withdraw a portion of his or her ac-
count balance in a single payment, or
the entire account balance by one or a
combination of the withdrawal meth-
ods described in subpart B of this part.

(b) A post-employment withdrawal
will not be paid unless TSP records in-
dicate that the participant is separated
from Government service. The TSP
will cancel a post-employment with-
drawal election upon receiving infor-
mation from an employing agency that
a participant is no longer separated.

(c) A participant cannot make a post-
employment withdrawal until any out-
standing TSP loan has either been re-
paid in full or declared to be a taxable
distribution. An outstanding TSP loan
will not affect a participant’s eligi-
bility for an in-service withdrawal.

(d) A separated participant who is re-
employed in a position in which he or
she is eligible to participate in the TSP
is subject to the following rules:

(1) A participant who is reemployed
in a TSP-eligible position on or before
the 31st full calendar day after separa-
tion is not eligible to withdraw his or
her TSP account in accordance with
subpart B of this part.

(2) A participant who is reemployed
in a TSP-eligible position more than 31
full calendar days after separation and
who made a post-employment with-
drawal while separated may not with-
draw any remaining portion of his or
her account balance in accordance with
subpart B of this part until he or she
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again separates from Government serv-
ice.

(e) A participant who has not sepa-
rated from Government service may be
eligible to withdraw all or a portion of
his or her account in accordance with
subparts D and E of this part.

(f) A participant can elect to have
any portion of a single or monthly pay-
ment that is not transferred to an eli-
gible employer plan or traditional IRA
deposited directly, by electronic funds
transfer, into a savings or checking ac-
count at a financial institution in the
United States.

(g) If a participant has a civilian TSP
account and a uniformed services TSP
account, the rules in this part apply to
each account separately. For example,
the participant is eligible to make one
age-based in-service withdrawal from
each account.

§1650.3 Frozen accounts.

(a) All withdrawals from the TSP are
subject to the rules relating to spousal
rights (found in subpart G of this part)
and to domestic relations orders, ali-
mony and child support legal process,
and child abuse enforcement orders
(found in 5 CFR part 1653).

(b) A participant may not withdraw
any portion of his or her account bal-
ance if the account is frozen due to a
pending retirement benefits court
order, an alimony or child support en-
forcement order, or a child abuse en-
forcement order, or because a freeze
has been placed on the account by the
TSP for another reason.

§1650.4 Certification of truthfulness.

(a) By signing a TSP withdrawal
form, electronically or on paper, the
participant certifies, under penalty of
perjury, that all information provided
to the TSP during the withdrawal proc-
ess is true and complete, including
statements concerning the partici-
pant’s marital status and, where appli-
cable, the spouse’s address at the time
the application is filed or the current
spouse’s consent to the withdrawal.

(b) If the Board receives a written al-
legation from the spouse that the par-
ticipant may have misrepresented his
or her marital status (in the case of a
CSRS participant), the spouse’s ad-
dress, or that the signature of the

§1650.11

spouse of a FERS participant or uni-
formed services member was forged,
the Board will submit the information
or document in question to the spouse
and request that he or she state in
writing that the information is false or
that the spouse’s signature was forged.
In the event of an alleged forgery, the
Board will also request the spouse to
provide at least three samples of his or
her signature.

(c) If the spouse affirms the allega-
tion, the Board will conduct an inves-
tigation. If, during its investigation,
the Board finds evidence to suggest
that the participant misrepresented his
or her marital status or, in the case of
a CSRS participant, his or her spouse’s
address, or submitted the withdrawal
form with a forged spousal signature,
the Board will refer the case to the De-
partment of Justice for criminal pros-
ecution and, if the participant is still
employed, to the Inspector General or
other appropriate authority in the par-
ticipant’s employing agency for admin-
istrative action.

§1650.5

If a withdrawal is returned as un-
deliverable, the TSP record keeper will
attempt to locate the participant. If
the participant does not respond within
60 days, the TSP will forfeit the re-
turned funds to the Plan. The partici-
pant can claim the forfeited funds, al-
though they will not be credited with
TSP investment fund returns.

Returned funds.

Subpart B—Post-Employment
Withdrawails

§1650.11 Withdrawal elections.

(a) Subject to the restrictions in this
subpart, participants may elect to
withdraw all or a portion of their TSP
accounts in a single payment, a series
of monthly payments, a life annuity, or
any combination of these options.

(b) If a participant’s account balance
is less than $5.00 when he or she sepa-
rates from Government service, the
balance will automatically be forfeited
to the TSP. The participant can re-
claim the money by writing to the TSP
record keeper and requesting the
amount that was forfeited; however,
TSP investment earnings will not be
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credited to the account after the date
of the forfeiture.

§1650.12

(a) Partial withdrawal. A participant
can elect to withdraw a portion of his
or her account balance in a single pay-
ment and leave the rest in the TSP
until a later date, subject to §1650.16
and the following requirements:

(1) The participant is eligible for a
partial withdrawal only if he or she did
not make an age-based in-service with-
drawal from that account.

(2) The participant may not elect a
partial withdrawal of less than $1,000.

(3) Only one partial withdrawal from
that account is permitted.

(b) Full withdrawal. A participant can
elect to withdraw his or her entire ac-
count balance in a single payment.

§1650.13 Monthly payments.

(a) A participant electing a full post-
employment withdrawal (i.e., a with-
drawal of his or her entire account) can
elect to withdraw all or a portion of
the account balance in a series of sub-
stantially equal monthly payments, to
be paid in one of the following man-
ners:

(1) A specific dollar amount. The
amount elected must be at least $25 per
month; if the amount elected is less
than $25 per month, the request will be
rejected. Payments will be made in the
amount requested each month until
the account balance is expended.

(2) A monthly payment amount cal-
culated based on life expectancy. Pay-
ments based on life expectancy are de-
termined using the factors set forth in
the Internal Revenue Service life ex-
pectancy tables codified at 26 CFR
1.401(a)(9)-9, Q&A 1 and 2. The monthly
payment amount is calculated by di-
viding the account balance by the fac-
tor from the IRS life expectancy tables
based upon the participant’s age as of
his or her birthday in the year pay-
ments are to begin. This amount is
then divided by 12 to yield the monthly
payment amount. In subsequent years,
the monthly payment amount is recal-
culated each January by dividing the
prior December 31 account balance by
the factor in the IRS life expectancy
tables based upon the participant’s age
as of his or her birthday in the year

Single payment.
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payments will be made. There is no
minimum amount for a monthly pay-
ment calculated based on this method.

(b) A participant receiving monthly
payments calculated based upon life
expectancy can make one election, dur-
ing a period to be determined by the
Executive Director, to change to a
fixed monthly payment. A participant
can change the amount of his or her
fixed payments annually. A participant
who is receiving monthly payments
based on a fixed dollar amount, how-
ever, cannot elect to change to an
amount calculated based on life expect-
ancy.

(c) A participant receiving monthly
payments, regardless of the calculation
method, can elect at any time to re-
ceive the remainder of his or her ac-
count balance in a final single pay-
ment.

(d) The TSP will ensure that the an-
nual total monthly payments satisfy
any applicable minimum distribution
requirement of the Internal Revenue
Code by making a supplemental pay-
ment no later than the last date re-
quired by the Internal Revenue Serv-
ice.

(e) A participant receiving monthly
payments may change the investment
of his or her account balance among
the TSP investment funds as provided
in 5 CFR part 1601.

(f) Participants who elect to with-
draw their account balances in a series
of monthly payments cannot transfer
or roll over money from a traditional
IRA or eligible employer plan into
their TSP accounts. Participants who
have both a civilian TSP account and a
uniformed services TSP account can-
not combine the two accounts if they
are already receiving monthly pay-
ments from one of the accounts.

§1650.14 Annuities.

(a) A participant electing a full post-
employment withdrawal can use all or
a portion of his or her account balance
to purchase a life annuity. The portion
of the participant’s account balance
elected and available for the annuity
purchase must be at least $3,500. The
TSP will purchase the annuity from
the TSP’s annuity vendor using the
participant’s entire account balance or
the portion specified, unless an amount
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must be paid directly to the partici-
pant to satisfy any applicable min-
imum distribution requirement of the
Internal Revenue Code. In the event
that a minimum distribution is re-
quired before the date of the first annu-
ity payment, the TSP will compute
that amount and pay it directly to the
participant.

(b) An annuity will provide a pay-
ment for life to the participant and, if
applicable, to the participant’s sur-
vivor, in accordance with the type of
annuity chosen. The TSP annuity ven-
dor will make the first annuity pay-
ment approximately 30 days after the
TSP purchases the annuity.

(c) The amount of an annuity pay-
ment will depend on the type of annu-
ity chosen, the participant’s age when
the annuity is purchased (and the age
of the joint annuitant, if applicable),
the amount used to purchase the annu-
ity, and the interest rate available
when the annuity is purchased.

(d) Participants may choose among
the following types of annuities:

(1) A single life annuity with level pay-
ments. This annuity provides monthly
payments to the participant as long as
the participant lives. The amount of
the monthly payment remains con-
stant.

(2) A joint life annuity for the partici-
pant and spouse with level payments.
This annuity provides monthly pay-
ments to the participant, as long as
both the participant and spouse are
alive, and monthly payments to the
survivor, as long as the survivor is
alive. The amount of the monthly pay-
ment remains constant, although the
amount received will depend on the
type of survivor benefit elected.

(3) A joint life annuity for the partici-
pant and another person with level pay-
ments. This annuity provides monthly
payments to the participant as long as
both the participant and the joint an-
nuitant are alive, and monthly pay-
ments to the survivor as long as the
survivor is alive. The amount of the
monthly payment remains constant.
The joint annuitant must be either a
former spouse or a person who has an
insurable interest in the participant.

(i) A person has an “‘insurable inter-
est in the participant’ if the person is
financially dependent on the partici-

§1650.14

pant and could reasonably expect to de-
rive financial benefit from the partici-
pant’s continued life.

(ii) A relative (either blood or adopt-
ed, but not by marriage) who is closer
than a first cousin is presumed to have
an insurable interest in the partici-
pant.

(iii) A participant can establish that
a person not described in paragraph
(d)(3)(ii) of this section has an insur-
able interest in him or her by submit-
ting, with the annuity request, an affi-
davit from a person other than the par-
ticipant or the joint annuitant that
demonstrates that the designated joint
annuitant has an insurable interest in
the participant (as described in para-
graph (d)(3)(i) of this section).

(4) Either a single life or joint (with
spouse) life annuity with increasing pay-
ments. This annuity provides monthly
payments to the participant only, or to
the participant and spouse, as applica-
ble. The monthly payments are ad-
justed once each year on the anniver-
sary of the first payment, based on the
Federal Bureau of Labor Statistics
Consumer Price Index for Urban Wage
Earners and Clerical Workers (CPI-W).
Each year, the percentage change in
the monthly unadjusted CPI-W index
for July, August, and September over
the monthly unadjusted CPI-W index
for July, August, and September of the
prior year is calculated. The following
calendar year, the amount of the
monthly payment is adjusted by the
lesser of 3 percent or the percentage in-
crease in the CPI-W, if any. In no case
will the amount of the monthly pay-
ment be decreased based on the CPI-W.
If the participant chooses a joint life
annuity, the annual increase also ap-
plies to benefits received by the sur-
vivor.

(e) A participant who chooses a joint
life annuity (with a spouse, a former
spouse, or a person with an insurable
interest) must choose either a 50 per-
cent or a 100 percent survivor benefit.
The survivor benefit applies when ei-
ther the participant or the joint annu-
itant dies.

(1) A 50 percent survivor benefit pro-
vides a monthly payment to the sur-
vivor which is 50 percent of the amount
of the payment that is made when both

271



§1650.15

the participant and the joint annuitant
are alive.

(2) A 100 percent survivor benefit pro-
vides a monthly payment to the sur-
vivor, which is equal to the amount of
the payment that is made when both
the participant and the joint annuitant
are alive.

(3) Either the 50 percent or the 100
percent survivor benefit may be com-
bined with any joint life annuity op-
tion. However, the 100 percent survivor
benefit can only be combined with a
joint annuity with a person other than
the spouse (or a former spouse, if re-
quired by a retirement benefits court
order) if the joint annuitant is not
more than 10 years younger than the
participant.

(f) The following features are mutu-
ally exclusive, but can be combined
with certain types of annuities, as indi-
cated:

(1) Cash refund. This feature provides
that, if the participant (and joint annu-
itant, where applicable) dies before an
amount equal to the balance used to
purchase the annuity has been paid
out, the difference between the balance
used to purchase the annuity and the
sum of monthly payments already
made will be paid to the bene-
ficiary(ies) designated by the partici-
pant (or by the joint annuitant, where
applicable). This feature can be com-
bined with any type of annuity.

(2) Ten-year certain. This feature pro-
vides that, if the participant dies be-
fore annuity payments have been made
for 10 years (120 payments), monthly
payments will be made to the bene-
ficiary(ies) until 120 payments have
been made. This feature can be com-
bined with any single life annuity, but
cannot be combined with a joint life
annuity.

(g) Once an annuity has been pur-
chased, the type of annuity, the annu-
ity features, and the identity of the
joint annuitant cannot be changed, and
the annuity cannot be terminated.

§1650.15 Abandonment of inactive ac-
counts.

A separated participant must select a
full withdrawal option by the time he
or she reaches age 70%. If the partici-
pant does not do so and the TSP is un-
able to locate the participant, the inac-
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tive account will be declared aban-
doned in accordance with §1650.16.

§1650.16 Required withdrawal date.

(a) A participant must withdraw his
or her account under §1650.12, or begin
receiving payments under 8§1650.13 or
1650.14, by April 1 of the year following
the year in which the participant
reaches 70Y2 years of age or separates
from Government service, whichever is
later.

(b) For account balances of $200 or
more, a separated participant may
elect to withdraw his or her account or
to begin receiving payments before the
date described in paragraph (a) of this
section, but is not required to do so.

(c) In the event that a participant
does not withdraw his or her account
or begin receiving payments in accord-
ance with paragraph (a) of this section,
the Board will transfer all of the funds
in the participant’s account not al-
ready invested in the Government Se-
curities Investment (G) Fund to that
fund. A notice of this action will be
sent to the participant with a warning
that his or her account will be declared
abandoned and forfeited unless the par-
ticipant comes into compliance with
paragraph (a) by a date certain speci-
fied in the notice.

(d) If the participant does not take
the appropriate withdrawal action de-
scribed in paragraph (c) of this section,
the Board will purchase an annuity for
the participant after the following
steps have been taken:

(1) The account has been declared
abandoned and the funds in the ac-
count have been forfeited;

(2) A notice of this action has been
sent to the participant;

(3) The participant reclaims the ac-
count balance that was abandoned, but
decides against a withdrawal pursuant
to §§1650.12 or 1650.13; and

(4) The participant provides the in-
formation that the Board needs to pur-
chase an annuity pursuant to §1650.14.

§1650.17 Changes and cancellation of
a withdrawal request.

(a) Before processing. A pending with-
drawal request can be cancelled if the
cancellation is processed before the
TSP processes the withdrawal request.
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However, the TSP processes with-
drawal requests each business day.
Withdrawal requests that are entered
into the record keeping system by 11:00
a.m. central time ordinarily will ordi-
narily be processed that night; those
entered after 11:00 a.m. central time
will be processed the next business day.
Consequently, a cancellation request
must be received and entered into the
system before the cut-off for the day
the withdrawal request is submitted
for processing in order to be effective
to cancel the withdrawal.

(b) After processing. A withdrawal
election cannot be changed or can-
celled after the withdrawal request has
been processed. Consequently, funds
disbursed cannot be returned to the
TSP record keeper.

(c) Change in monthly payments. If a
participant is receiving a series of
monthly payments, the participant can
change at any time: His or her with-
drawal election to request a final sin-
gle payment, the address to which the
payments are mailed, whether or not a
payment will be transferred (if per-
mitted) and the portion to be trans-
ferred, the method by which direct pay-
ments to the participant are being sent
(EFT or check), the identity of the fi-
nancial institution to which payments
are transferred or sent by EFT, or the
identity of the EFT account. Once a
year, during a period determined by
the Executive Director, the participant
may also elect to change the payment
amount or to change from a monthly
payment based on life expectancy to a
final payment amount.

Subpart C—Procedures for Post-
Employment Withdrawals

§1650.21 Information provided by em-
ploying agency.

(a) Information to be provided to the
TSP. When a TSP participant separates
from Government service, his or her
employing agency must report the sep-
aration and the date of separation to
the TSP record keeper. Until the TSP
record keeper receives this information
from the employing agency, it will not
pay a post-employment withdrawal.

(b) Information to be provided to the
participant. When a TSP participant
separates from Government service, his

§1650.25

or her employing agency must furnish
the participant with information re-
garding the participant’s withdrawal
options (e.g., the withdrawal booklet
and information about the TSP Web
site). The employing agency is also re-
sponsible for counseling participants
concerning TSP withdrawal options.

§1650.22 Accounts of $200 or more.

A participant whose account balance
is $200 or more must submit a properly
completed withdrawal election to re-
quest a post-employment withdrawal of
his or her account balance.

§1650.23 Accounts of less than $200.

Upon receiving information from the
employing agency that a participant
has been separated for more than 31
days and that any outstanding loans
have been closed, the TSP record keep-
er will send the participant a check for
the entire amount of his or her account
balance if the account balance is $5.00
or more but less than $200. The partici-
pant may not elect to leave this
amount in the TSP, nor will the TSP
transfer this amount to an eligible em-
ployer plan or traditional IRA, or pay
it by EFT. However, the participant
may elect to roll over this payment
into an eligible employer plan or tradi-
tional IRA.

§1650.24 How to obtain a post-employ-
ment withdrawal.

To request a post-employment with-
drawal under this subpart, a partici-
pant must submit to the TSP record
keeper a properly completed post-em-
ployment withdrawal request Form
TSP-70 or Form TSP-U-70, or request
the withdrawal on the TSP Web site.
(A participant’s ability to complete a
post-employment withdrawal on the
Web will depend on his or her retire-
ment system coverage, withdrawal
election, account balance, marital sta-
tus, and whether or not the withdrawal
will be transferred to an eligible em-
ployer plan or traditional IRA.)

§1650.25 Taxes related to post-employ-
ment withdrawals.

(a) When a payment is made directly
to a participant from the TSP after the
participant has separated from Govern-
ment service, the money is subject to
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Federal income tax withholding (ex-
cept contributions from pay subject to
the combat zone tax exclusion). How-
ever, a participant does not pay taxes
on money that the TSP transfers di-
rectly to (or that the participant rolls
over to) an eligible employer plan or
traditional IRA until the money is
withdrawn from the plan or IRA. In ad-
dition, any portion of a participant’s
TSP account that is used to purchase
an annuity is not taxed at the time the
annuity is purchased; monthly annuity
payments are taxable income in the
year in which they are paid.

(b) A participant may request that
the TSP transfer directly to an eligible
employer plan or traditional IRA all or
part of any withdrawal that is an “‘eli-
gible rollover distribution’ under the
Internal Revenue Code. A withdrawal
that is not an eligible rollover distribu-
tion cannot be transferred to an eligi-
ble employer plan or traditional IRA. If
an eligible rollover distribution is not
transferred, it is subject to mandatory
20 percent withholding.

(c) A traditional IRA or an eligible
employer plan that can accept a trans-
fer must be an IRA or a plan main-
tained in the United States, which
means one of the 50 States or the Dis-
trict of Columbia.

(d) The following TSP withdrawal
methods are considered eligible roll-
over distributions under the Internal
Revenue Code, 26 U.S.C. 402(c)(4):

(1) A single payment, as described in
§1650.12;

(2) Monthly payments, as described
in §1650.13, where payments are ex-
pected to last less than 10 years at the
time they begin. This means that if the
participant elects a monthly payment
amount, that amount, when divided
into the participant’s account balance
at the time of the first payment, must
yield a number less than 120. If the par-
ticipant elects to change the payment
amount after payments begin, future
payments may not continue to qualify
as eligible rollover distributions if they
do not also meet the requirements of
this section; and

(3) A final single payment, as de-
scribed in §1650.13(c).

(e) The following withdrawal meth-
ods are not eligible rollover distribu-
tions:
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(1) An annuity purchased by the TSP;

(2) Monthly payments that do not
meet the criteria set forth in para-
graph (d)(2) of this section;

(3) A minimum distribution payment
or any portion of a payment which rep-
resents a minimum distribution;

(4) A plan loan that is deemed to be
a taxable distribution because of de-
fault; and

(5) A return of excess elective defer-
rals.

Subpart D—In-Service Withdrawals

§1650.31 Age-based withdrawals.

(a) A participant who has reached age
59%2, and who has not separated from
Government employment is eligible to
withdraw all or a portion of his or her
vested TSP account balance in a single
payment. The amount of an age-based
withdrawal request must be at least
$1,000, unless the withdrawal request is
for the entire vested account balance.

(b) An age-based withdrawal is an eli-
gible rollover distribution, so a partici-
pant may request that the TSP trans-
fer all or a portion of the withdrawal to
a tradition IRA or an eligible employer
plan.

(c) A participant is permitted only
one age-based withdrawal for an ac-
count.

(d) A participant who makes an age-
based withdrawal is not eligible to
make a partial withdrawal after sepa-
rating from Government service.

§1650.32 Financial hardship
drawals.

(a) A participant who has not sepa-
rated from Government employment
and who can certify that he or she has
a financial hardship is eligible to with-
draw all or a portion of his or her own
contributions to the TSP (and their at-
tributable earnings) in a single pay-
ment to meet certain specified finan-
cial obligations. The amount of a fi-
nancial hardship withdrawal request
must be at least $1,000.

(b) To be eligible for a financial hard-
ship withdrawal, a participant must
have a financial need that results from
at least one of the following four condi-
tions:

(1) The participant’s monthly cash
flow is negative (i.e., the participant’s

with-
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income is less than his or her monthly
expenses on a recurring basis);

(2) The participant has incurred med-
ical expenses as a result of a medical
condition, illness, or injury to the par-
ticipant, the participant’s spouse, or
the participant’s dependents. Gen-
erally, eligible expenses are those that
would be eligible for deduction as med-
ical expenses for Federal income tax
purposes. Eligible medical expenses in-
clude the cost of household improve-
ments required as a result of a medical
condition, illness or injury. Household
improvements are structural improve-
ments to the participant’s living quar-
ters or the installation of special
equipment that is necessary to accom-
modate the circumstances of the inca-
pacitated person.

(3) The participant must have paid
the cost of repair or replacement re-
sulting from a personal casualty loss
that would be eligible for deduction for
Federal income tax purposes, but with-
out regard to the IRS income limita-
tions on deductibility, fair market
value of the property, or number of
events. Personal casualty loss includes
damage, destruction, or loss of prop-
erty resulting from a sudden, unex-
pected, or unusual event, such as an
earthquake, hurricane, tornado, flood,
storm, fire, or theft.

(4) The participant must have paid
attorney fees and court costs associ-
ated with separation or divorce. Court-
ordered payments to a spouse or former
spouse and child support payments are
not allowed, nor are costs of obtaining
prepaid legal services or other coverage
for legal services.

(c) When determining financial hard-
ship needs, a participant cannot use
any expenses that are already paid or
are reimbursable to the participant by
insurance or otherwise.

(d) The amount of a participant’s fi-
nancial hardship withdrawal cannot ex-
ceed the smallest of the following:

(1) The amount requested; or

(2) The amount in the participant’s
account that is equal to his or her own
contributions and attributable earn-
ings.

(e) The participant must certify that
he or he has a financial hardship as de-
scribed on the hardship withdrawal
form, and that the dollar amount of

§1650.41

the withdrawal request does not exceed
the actual amount of the financial
hardship.

(f) A participant is not eligible for an
in-service hardship withdrawal based
solely on monthly negative cash flow
(as described in paragraph (b)(1) of this
section) during the time he or she has
pending a petition in bankruptcy under
Chapter 13 of the Bankruptcy Code (11
U.S.C. chapter 13).

[68 FR 35503, June 13, 2003, as amended at 68
FR 74451, Dec. 23, 2003]

§1650.33 Contributing to the TSP after
an in-service withdrawal.

(a) A participant’s TSP contribution
election will not be affected by an age-
based in-service withdrawal; therefore,
his or her TSP contributions will con-
tinue without interruption.

(b) A participant who obtains a finan-
cial hardship in-service withdrawal
may not contribute to the TSP for a
period of six months after the with-
drawal is processed. Therefore, the par-
ticipant’s employing agency will dis-
continue his or her contributions (and
any applicable agency matching con-
tributions) for six months after the
agency is notified by the TSP; in the
case of a FERS participant, agency
automatic (1%) contributions will con-
tinue. A participant whose TSP con-
tributions are discontinued by his or
her agency after a financial hardship
withdrawal can resume contributions
any time after expiration of the six-
month period by submitting a new TSP
contribution election. Contributions
will not resume automatically.

§1650.34 Uniqueness of
withdrawals.

An outstanding TSP loan cannot be
converted into an in-service with-
drawal or vice versa. Funds distributed
as an in-service withdrawal cannot be
returned or repaid.

loans and

Subpart E—Procedures for In-
Service Withdrawals

§1650.41 How to obtain an age-based
withdrawal.

To request an age-based in-service

withdrawal, a participant must submit
to the TSP record keeper a properly
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completed age-based withdrawal re-
quest, Form TSP-75 or TSP-U-75, or use
the TSP Web site to initiate a request.
A participant’s ability to complete an
age-based withdrawal on the Web will
depend on his or her retirement system
coverage, marital status, and whether
or not part or all of the withdrawal
will be transferred to an eligible em-
ployer plan or traditional IRA.

§1650.42 How to obtain a financial
hardship withdrawal.

(@) To request a financial hardship
in-service withdrawal, a participant
must submit to the TSP Service Office
a properly completed financial hard-
ship withdrawal form, Form TSP-76 or
Form TSP-U-76, or use the TSP Web
site to initiate a request. A partici-
pant’s ability to complete a financial
hardship withdrawal on the Web will
depend on his or her retirement system
coverage and marital status.

(b) There is no limit on the number
of financial hardship withdrawals a
participant can make; however, the
TSP will not accept a financial hard-
ship withdrawal request for a period of
six months after a financial hardship
disbursement is made.

§1650.43 Taxes related to in-service
withdrawals.

(a) When an in-service withdrawal is
paid directly from the TSP to a partic-
ipant, the money is taxable income in
the year in which the payment is made
(except contributions from pay subject
to the combat zone tax exclusion).
However, a participant does not pay
taxes on an age-based withdrawal that
the TSP transfers directly or the par-
ticipant rolls over to a traditional IRA
or an eligible employer plan until the
money is withdrawn.

(b) An age-based in-service with-
drawal from the TSP is an eligible roll-
over distribution, and a participant
may request the TSP to transfer all or
a portion of an age-based in-service
withdrawal to a traditional IRA or an
eligible employer plan, consistent with
§1650.25. If the withdrawal is not trans-
ferred, it is subject to mandatory 20
percent withholding. The participant
may increase the amount of with-
holding by submitting IRS Form W-4P,
Withholding Certificate for Pension or
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Annuity Payments, to the TSP with
the withdrawal request.

(¢) A financial hardship in-service
withdrawal from the TSP is not an eli-
gible rollover distribution, and a par-
ticipant therefore may not request the
TSP to transfer a financial hardship in-
service withdrawal to a traditional IRA
or an eligible employer plan. A finan-
cial hardship in-service withdrawal is
subject to 10 percent withholding. The
withholding is not mandatory; the par-
ticipant may either avoid the with-
holding or increase the amount of
withholding by submitting IRS Form
W-4P, Withholding Certificate for Pen-
sion or Annuity Payments, to the TSP
with the withdrawal request.

Subpart F [Reserved]

Subpart G—Spousal Rights

§1650.61 Spousal rights applicable to
post-employment withdrawals.

(@) The spousal rights described in
this section apply to full post-employ-
ment withdrawals when the married
participant’s vested TSP account bal-
ance exceeds $3,500, and to partial post-
employment withdrawals without re-
gard to the amount of the participant’s
account balance.

(b) The spouse of a CSRS participant
is entitled to notice when the partici-
pant applies for a post-employment
withdrawal, unless the participant was
granted an exception under this sub-
part to the spousal notification re-
quirement within 90 days of the date
the withdrawal request is processed by
the TSP. The participant must provide
the TSP record keeper with the
spouse’s correct address. The TSP
record keeper will send the required
notice by first class mail to the spouse
at the most recent address provided by
the participant.

(c) The spouse of a FERS or uni-
formed services participant has a right
to a joint and survivor annuity with a
50 percent survivor benefit, level pay-
ments, and no cash refund based on the
participant’s entire account balance
when the participant elects a full post-
employment withdrawal. The partici-
pant may make a different withdrawal
election only if his or her spouse
waives the right to this annuity.
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(1) To show that the spouse has
waived the right to this annuity, the
participant must submit to the TSP
record keeper a properly completed
withdrawal request form, signed by his
or her spouse in the presence of a no-
tary, unless the TSP granted the par-
ticipant an exception under this sub-
part to the spousal notification re-
quirement within 90 days of the date
the withdrawal form is processed by
the TSP. If the TSP granted the partic-
ipant an exception to the signature re-
quirement, the participant should en-
close a copy of the TSP’s approval let-
ter with the withdrawal form.

(2) Because a partial post-employ-
ment withdrawal will diminish the
amount in the account which is avail-
able for a joint and survivor annuity, a
spouse’s consent is required before a
partial withdrawal will be approved, re-
gardless of the amount to be with-
drawn.

(3) Both a spouse’s waiver of a joint
and survivor annuity and a spouse’s
consent to a partial withdrawal must
be properly notarized.

(4) The spouse’s waiver or consent is
irrevocable for that withdrawal once
the TSP record keeper has received it.

[68 FR 35503, June 13, 2003, as amended at 69
FR 29851, May 26, 2004]

§1650.62 Spousal rights applicable to
in-service withdrawals.

(a) The spousal rights described in
this section apply to all in-service
withdrawals and do not depend on the
amount of the participant’s vested ac-
count balance or the amount requested
for withdrawal.

(b) The spouse of a CSRS participant
is entitled to notice when the partici-
pant applies for an in-service with-
drawal, unless the participant was
granted an exception under this sub-
part to the spousal notification re-
quirement within 90 days of the date on
which the withdrawal request is proc-
essed by the TSP. If the TSP granted
the participant an exception to the no-
tice requirement, the participant
should enclose a copy of the TSP’s ap-
proval letter with the withdrawal form.
The participant must provide the TSP
record keeper with the spouse’s correct
address. The TSP record keeper will
send the required notice by first class

§1650.63

mail to the spouse at the most recent
address provided by the participant.

(c) A participant who is covered by
FERS or who is a member of the uni-
formed services must obtain the con-
sent of his or her spouse before obtain-
ing an in-service withdrawal, unless
the participant was granted an excep-
tion under this subpart to the signa-
ture requirement within 90 days of the
date the withdrawal form is processed
by the TSP. To show the spouse’s con-
sent, a participant must submit to the
TSP record keeper a properly com-
pleted withdrawal request form, signed
by his or her spouse in the presence of
a notary. Once a form containing the
spouse’s consent has been submitted to
the TSP record keeper, the spouse’s
consent is irrevocable for that with-
drawal.

[68 FR 35503, June 13, 2003, as amended at 69
FR 29851, May 26, 2004]

§1650.63 Executive Director’s excep-
tion to the spousal notification re-
quirement.

(a) Whenever this subpart requires
the Executive Director to give notice
of an action to the spouse of a CSRS
participant, an exception to this re-
quirement may be granted if the par-
ticipant establishes to the satisfaction
of the Executive Director that the
spouse’s whereabouts cannot be deter-
mined. A request for an exception to
the notification requirement based on
unknown whereabouts must be sub-
mitted to the Executive Director on
Form TSP-16 or Form TSP-U-16, Ex-
ception to Spousal Requirements, ac-
companied by one of the following:

(1) A court order stating that the
spouse’s whereabouts cannot be deter-
mined;

(2) A police or governmental agency
determination, signed by the appro-
priate department or division head,
which states that the spouse’s where-
abouts cannot be determined; or

(3) Statements by the participant and
two other persons, which meet the fol-
lowing requirements:

(i) The participant’s statement must
give the full name of the spouse, de-
clare the participant’s inability to lo-
cate the spouse, state the last time the
spouse’s location was known, explain
why the spouse’s location is not known
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currently, and describe the good faith
efforts the participant has made to lo-
cate the spouse in the 90 days before
the request for an exception was re-
ceived by the TSP. Examples of at-
tempting to locate the spouse include,
but are not limited to, checking with
relatives and mutual friends or using
telephone directories and directory as-
sistance for the city of the spouse’s
last known address. Negative state-
ments, such as, “‘l have not seen nor
heard from him,” or ““I have not had
contact with her,”” are not sufficient.

(ii) The statements from two other
persons must support the participant’s
statement that he or she does not know
the spouse’s whereabouts, and substan-
tiate the participant’s description of
the efforts he or she made to locate the
spouse, including the dates the partici-
pant made those efforts.

(iii) All statements must be signed
and dated and must include the fol-
lowing certification: ‘I understand
that a false statement or willful mis-
representation is punishable under
Federal law (18 U.S.C. 1001) by a fine or
imprisonment or both.”.

(b) A withdrawal election will be
processed within 90 days of an approved
exception so long as the spouse named
on the form is the spouse for whom the
exception has been approved. The
spouse’s SSN must be included on the
withdrawal request.

(c) The TSP, in its discretion, may
require a participant to provide addi-
tional information before granting a
waiver. The TSP may use any of the in-
formation provided to conduct its own
search for the spouse.

§1650.64 Executive Director’s excep-
tion to the spousal consent require-
ment.

(a) Whenever this subpart requires
the consent of a spouse of a FERS or
uniformed services participant to a
loan or withdrawal or a waiver of the
right to a survivor annuity, an excep-
tion to this requirement may be grant-
ed if the participant establishes to the
satisfaction of the Executive Director
that:

(1) The spouse’s whereabouts cannot
be determined in accordance with the
provisions of this subpart; or
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(2) Due to exceptional circumstances,
requiring the spouse’s signature would
be inappropriate.

(i) An exception to the requirement
for a spouse’s signature may be granted
based on exceptional circumstances
only when the participant presents a
court order or government agency de-
termination that contains a finding or
a recitation of exceptional cir-
cumstances regarding the spouse which
would warrant an exception to the sig-
nature requirement.

(ii) Exceptional circumstances are
narrowly construed, but are exempli-
fied by a court order or government
agency determination that:

(A) Indicates that the spouse and the
participant have been maintaining sep-
arate residences with no financial rela-
tionship for three or more years;

(B) Indicates that the spouse aban-
doned the participant, but for religious
or similarly compelling reasons, the
parties chose not to divorce; or

(C) Expressly states that the partici-
pant may obtain a loan from his or her
TSP account or withdraw his or her
Thrift Savings Plan account balance
notwithstanding the absence of the
spouse’s signature.

(b) A post-employment withdrawal
election or an in-service withdrawal re-
quest processed within 90 days of an ap-
proved exception will be accepted by
the TSP so long as the spouse named
on the form is the spouse for whom the
exception has been approved. The
spouse’s SSN must be included on the
withdrawal request form.

[68 FR 35503, June 13, 2003, as amended at 69
FR 29851, May 26, 2004]

PART 1651—DEATH BENEFITS

Sec.

1651.1 Definitions.

1651.2 Entitlement to funds in a deceased
participant’s account.

1651.3 Designation of beneficiary.

1651.4 Change or cancellation of a designa-
tion of beneficiary.

1651.5 Spouse of the participant.

1651.6 Child or children.

1651.7 Parent or parents.

1651.8 Participant’s estate.

1651.9 Participant’s next of kin.

1651.10 Deceased and non-existent bene-
ficiaries.

1651.11 Simultaneous death.
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